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SUBJECT: STATUS OP DISCUSSIONS CANADIAN COMPENSATION ON 
TEXTILES 

REF: STATE 167357 AND 162297 

1 . IN SOUNDINGS AT MINISTRIES OP INDUSTRY, TRADE AND 
COMMERCE AND AT EXTERNAL AFPAIRS, EMBASSY INPORMED THAT 
CABINET HAD INCONCLUSIVE DISCUSSION OF TEXTILE COMPENSATION 
ISSUE AT MEETING JULY 15. CANADIAN OPPICIALS ALSO 
REFLECTED VIEW THAT BALL WAS SOMEHOW IN U.S. COURT, . 

DESPITE POMERANZ (STR) LETTER TO HALLIDAY (CANADIAN 
EMBASSY) REJECTING CANADIAN COMPENSATION OFPER (STATE 
162297). 

2. AMBASSADOR RAISED TEXTILE ISSUE TODAY (JULY 19) WITH 
CABINET SECRETARY MICHAEL PITFIELD WHO REITERATED POINT 
CONPIDENTIAL 

CONPIDENTIAL 
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MADE BY HALLIDAY (REPORTED STATE 167357) THAT IMPETUS AT 
POLITICAL LEVEL REQUIRED TO GET CANADIAN SIDE MOVING 
AGAIN. HE SAID THIS COULD BE ACCOMPLISHED BY AMBASSADOR 
STRAUSS CALLING ITC MINISTER JEAN CHRETIEN TO REITERATE 
U.S. REJECTION OP COMPENSATION OPFER, AFTER WHICH CHRETIEN 
WOULD HAVE A BASIS ON WHICH TO RAISE ISSUE AGAIN IN THE 
CABINET. 
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3. WHILE IT IS DIFFICULT FOR GOC TO OFFER COMPENSATION 
IN TEXTILES THAT WILL NOT THREATEN JOBS ITS TRADE ACTION 
IS DESIGNED TO PROTECT, IT ALSO IS DIFFICULT FOR CANADA 
TO FAIL TO RESOLVE ISSUE SHORT OF U.S. RETALIATION. WE 
BELIEVE FINAL EFFORT AT STRAUSS-CHRETIEN LEVEL MIGHT CUT 
THROUGH POLITICAL DIFFICULTIES. IN ANY CASE, IT IS 
CLEAR THAT GOC IS UNWILLING TO REACT FURTHER SHORT OE A 
POLITICAL LEVEL APPROACH. ENDERS 


CONFIDENTIAL 
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